/ ¥

Internsl Revenve Service Departaent of the Treazury
Bistriet Director

Person To fontact?

Telephone Huaber!

|
Eerplover ID Humber:
I
File Folder Hueabers
L

bate: AN 13 1992
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Pear Sir or Hadaas!

e have considered vour application for recognition of ersupiion from §:dsryl
income tax as 2n organizalion described in zection 8S01(c)Vé! of 1he Internzl
Revenue Code.

The application swbmitieds indicates you are an organization of furriture  snd
30CESSOTY chowroom managers: incorporaled on_ in ine Glate
of NN Ho other organizational document hsz bess . provided
evidencing an sdoplion dele preceding the dste ihe Articles of Invaprzoralisn

were Tiled with the Seeretary of State of NG -

The application does siate however: that you sre & continvalion of [HIIH
I hich uwes nalt incorporated, The associalion began
in I

Your nemberc meel on 3 regulsr hasis Lo discuss wsys in which te encourage
designersy erchitectss and specifiers lo travel to I i ctueen the Spring
and Fall Harketz to shop for nome furnishings. Additienslly: 3 ‘_
"is held ance z year to b:xng designers logelher foi seminars: zshopping and
lunch. In conjunction with the “IINEGEEEE' cvent: it an auction.
Participating chowrosms donzte furnishings o be sucliomed with proceeds going
to you.

fach years 2 brochure is mailed ont to mske designers aware of the chourooms
that sre open in the NN =rc:. frly those showurooms whose wenslers
37e .members appear  in  the bdrochuwres, It is =2lso stiated thst wmagszine
adverlissuants are used to promole the wse of chowrooms in the zres,



|
A beochwre bearing the name *

B " zccoepenied your apelication for Recogrition of Exemplion Under Seclion
501¢3}), The brochure js dated ' ' :nd list: ezeh arasnizalion
whoze wanager is 3 member of your organizations by lecetiony phone numbar: hours
and classification: A reference guide for szhouwroom «clsssificstions is 3lse
provided in the brochure. The brochure inforw: the resder Lhs! vnless olhervise
paoteds the shnewrooms 3re open from © sowe wntil 9 paay» fionday hhrovgh Fridayi
and theis ‘hccess to fssocislion showroems is limited {to designere and their
clients.*

In cur letter dated July 10, 1991: we requezied thst cepies of 3ll zds  tLaken
on your behzlf for lhe year be grovided including the nzme of the pullication
in which the 3d sppesredr the fregquency of appearznce and bLhe cozt,

In your response deted NN @+ i{ i: steled thet vouw mzde expenditures
of N =nd /I o D for megszine advertisments
sppearing irn the N =nd HE i:sve:e of ' nagazine,
Additions1lys & SHENEEEM 2:xpenditure was asde for 3n sdvertisesent in [
[

The advertisesent appearing in I IpENSTS Lo have 2
corresponding meil in response cerd: in that &t the boltos of 1the ad.
' is printed, This same ad lists these showrooms which sre apen
year round to inlerier decsignevss arehiteclsr and specifiers.

In aur letters of NN :i DI ¢ :skhed that 3 schadule of
the members whe participated in the NN -venic be provided, He szteled
that the schedule should reflect the dollar amaunt of sales wade by eacn wmember
at the eventr 2s well =¢ the 2nnuzl seles for each wmewber. Your respoRces
of M :c N :--::v to contrzdict esch others  wilh
regards Lo mewber participetion in the || IIINININGGgEEE :=v:0i:- Furlherwore:
inadesyate specificity is provided wilh regards to the sales zmownl: for N

N :nd I

In our NN lciter> wse shtated thal it appesred that Lhe prisary
purpose for which youw operszte is to a2dvertice the existence of Lhe mwembers’
snowroors tarough the various ads taken: 3nd ss sueh yosur primary purpose is
to provide perticular services, Your INNNN 'c:ronse: steles in pert:
khat youwr purposes 3re to promoete the combinued opening of shouwrcoas In [N
I on 3 vezr tound baczist  and Lo coovdinsle businesz bhowrs: seles policies:
restriction of retzil sales and special sale events so thst it (s essier for
designers to wee the thowroows on z more frequent bazis,

4n anzlysis of “the fPinsncia)l dzta provided for the last four yearz inidesles

that wore than Il percent of the expensez incuwrred were for [
brochures and publicity. Receipts for the same pericd were from auchion

2
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proceedzs wmembercnip duesy grantsy | r:ci:irztion and interest
income,  The fact thet move than [ vercent of Lhe expense: incurred were for

prtamationzl purposes indicates tnat Lhe prigsary purpose for uhich you operzthe
is Lo perform particulzr services for your meabers.

Section 501{c){4) of the Code provides for Lhe egemplion from Ffederszl income
taw of business leajuves: chambers of commerce: real-ectzte boards: or Dboards
of trader not orgznized for profit sed no part of the net ezvnings of which
inures {o the bemnefit of sny private shereholder or individuzl.

Section 1:501¢e){é)-1 of the Income Tzx Regulstions provides: in partis 38
Tollows:

f business leagque if @n 3ssociation of porsens nawving
spse commop business interest: the purpose of wuhich
is to promote such commen interost and nmob to engsge
in 8 regular business of = Lind ordinzrily carried on
for profit, It i¢ 2n orgamizetion of the s3s3me genersl
rlacs 3s 2 chawber of commerce or boerd of trade, Thusy
its activities shouwld be direcled Lo the Jjmprovemenlt
of business conditions of one or more linee of Dusiness
35 digtingushed from the performance of  parlicular
carvices for in dividual perzons. énr organizziion whose
purpose is to engsge inm 2 rejulsy bucinezs of 2 kina
ordinarily earried on for gprafil: even  though ihe
buciness iz conducted on 3 coaperative bzsis or produces
enly sufficient incomre 1o be self-suslzinings iz noi
3 bvsiness lesgue,

In Eyanston-¥orth Shore Bosrd of Reallors v._  Ypited Statesy 32¢ F, Zd 3737
(1963} the U.5, Lovrt of Claims held that the operation of the arganization's
meltiple listing system cannol be regsrded 25 directed to the imsprovemeni of
pusiness conditions in the rezl esiste earket wilthin the weaning of tLhe

requietions: but rather conztiletes the performance of 8 particuwlar zervice
Por drokers pavrticipating in the zervice. In resching this conclusion: the
Court noted the periicularly compelling a2nslegy bDbetuween Lhe operziion of =
multiple listing service and of 3 stack vor commedily exchsnger both of wuhieh
are a weans of bringing buyers end sellers together 1o facilitale the =zle
of property, .

Rev, Rul. 68-264y 19468-1 £.B, 264 definas 3 particular service for the purposes
of zection 3010c) (&) of the Code 25 en zolivily that serves 2z 2 convenience
or an econoamy Lo the wesmbers of the arganization in the aperatien of their
oHn PUSINESSES
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Rev. Rul, 45-14: 1945-1 C<B: 236 held thzl ubere the principzl asectivity of
gn orgenizetion is publicziion of sdvertising materizles for ite wmewbers: it
does not qualify for ewxemplion wundzp IRC §01(e}ié) since =ueh pudnlicztion
constituies particular services,

BEased oen Lhe foregeingy ve conclude thzt the osrimzry puwrpose for which vau
are ovganized znd operated iz to provide particular services 1o voor mesher:
through sdvertising fthe lecations:s phone wenbers. pour:s znd classificsliansg
of those businesses whose manzgers are member: of your organizelion.

You do not qualify for recognition of exeapbion from Fodersl incame tax  wader
cection 501(c)}{d) or any othar seclion of the Code.

fov 3re required to filed Federsl income tax reterns on Fops 1120,

If you do not 23vree with our propesed deniales we recomeend lhat veuwr reguest
3 confereance with a wenber of the Regional Director of Appeals Staff. Your
request for @ conference should include 3 wuritten sppeal signed by an
goinorized officer 3iving the faedsy lauwy znd a3ny other parlinent infarmstion
to support youwr position #e¢ expleined in ihe enclosed Publication BPZ. If
you 3re Lo be represented by someone whe is not one of vour auihorized
efficersr he/she will need tp file 2 pouwer of =ztiorney o1 gx  inforuwzlion
aothorization 3nd be qualified to practice befaore bhe Internz] PRevenwe Service
as provided in Tressury Depaviment Circular Ho., 230, The conference nmay be
held szt the Regional office orr if vou request, st 2ny  mntually convenient
Dietrict Office.

If we do not hear fros you within 30 dsys, this ledter will lbecoes our finsl

~detersination,

rel OUPS e

District Director

Enclosure!
Fublication 892



